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tion of the exchange and its subjection to state authority and supervi- 
sion." 

The committee reviews the work of the incorporated exchanges i.e., 
the consolidated stock exchange, and the commodity exchanges. Deal- 
ing in futures on these exchanges is upheld as necessary to the insurance 
of business, although the evils are recognized and condemned. The 
report also reviews the English and German experience in regulating 
stock and produce exchanges, and touches upon the cognate subjects 
of holding companies, receiverships, effect of the money market on spec- 
ulation, and the usury law. While not recommending the repeal of the 
usury law it is intimated that the committee favors such action on the 
ground that " money will inevitably seek the point of highest return for 
its use" the repeal of the exception made to the usury law in 1882 where- 
by loans of $5000 or more payable on demand and secured by collateral 
are exempted is not favored because its operation is not confined to 
speculative loans. 

The legislation reommended will not satisfy the advocate of radical 
measures. The attitude of the committee is that reform can come 
through the exchanges and that time should be given them to amend the 
evil practices now existing. They believe that too detailed govern- 
ment regulation will harm legitimate business. Specifically they recom- 
mend laws to prevent brokers from rehypothecating or loaning securities 
held for customers; to prevent fictitious trades; to regulate advertising 
securities; to better regulate bucket shops by providing that if one party 
instead of both to a transaction did not intend the delivery of the property, 
it should be considered gambling, also to require in all cases names of per- 
sons to whom stocks are sold and from whom bought, and to require 
testimony of witnesses. The report broadly hints that if the exchanges 
do not use their powers of regulation to eliminate the evils, the public 
demand will be for more detailed and radical regulation. 

John A. Lapp. 

Stocks and Bonds. The old problem of regulating the issue of stock 
and bonds at last seems near solution. The problem is an old one; 
inadequate, misguided attempts were made early without a realization of 
the difficulty or the evil effects of non-regulated issues, real attempts at 
solution came more recently and what seems a real solution belongs to a 
very recent date. Massachusetts seems to have been the leader in the 
movement toward a real solution beginning first with railroads and fol- 
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lowing with other public utilities at a somewhat later date. Texas 
followed Massachusetts, and was in turn followed by New York and Wis- 
consin. They in turn have been followed by Kansas — Kansas beginning 
where Massachusetts did, with railroads and common carriers. The 
Kansas law is modeled after the Wisconsin measure, containing both its 
elements of strength and its elements of weakness. Neither have been 
materially modified. 

In Kansas no corporation transacting the business of a common carrier 
within the state is to issue any stock, stock certificate, bonds or any other 
evidences of indebtedness payable more than one year from date until it 
has first obtained a certificate permitting such an issue from the board of 
railroad commissioners. The actual facts that must be reported depend 
upon whether the stock and bonds are to be issued for money alone or for 
money, property or services. In case the stock, stock certificates, bonds, 
or other evidences of indebtedness are to be issued for money alone, the 
corporation must file a statement with the board of railway commis- 
sioners, signed and verified by its president or other chief officer, having 
knowledge of the facts, showing the amount and character of the pro- 
posed stock, certificates of stock, bonds or other evidences of indebted- 
ness, the general purpose for which they are to be issued, and the total 
assets and liabilities of the corporation. The board of railroad com- 
missioners may also require the corporation to furnish such further 
statements of facts as may seem reasonable and pertinent to the inquiry. 
When this is done, the board must issue a certificate to the corporation 
stating the amount, character, purposes and terms on which the evi- 
dences of indebtedness are proposed to be issued. 

In case the stock, certificates of stock, bonds or other evidences of 
indebtedness are to be issued partly or wholly for property or services, 
the corporation must file with the board of railway commissioners a 
statement signed and verified by its president or other chief officer 
having knowledge of the facts, showing the amount and character of 
the evidences of indebtedness proposed to be issued, the general purposes 
for which they are to be issued, a general description and an estimate of 
the value of the property or services for which they are to be issued, the 
terms on which they are to be issued or exchanged, the amount of money, 
if any, to be received in addition to the property, services or other con- 
sideration, and the total assets and liabilities of the corporation. The 
board may require further statements of facts if it seems reasonable and 
pertinent to the inquiry. When the corporation has complied with these 
requirements, the commission must issue a certificate to it, setting forth 
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the amount, character, general purposes, and terms of the proposed 
issue and in addition this certificate must show the value of the property 
or services for which, in whole or in part, the issue is proposed to be 
made and a general description of the property or services to be given in 
exchange. 

Any stocks or bonds issued and not payable within a year by a corpora- 
tion in return for property or services are to be void if the property or 
services are valued substantially in excess of the amount stated in the 
verified application. No stock or bonds can be issued until this certifi- 
cate is obtained and no corporation can apply the proceeds from the 
sale of stocks and bonds to any other purpose or issue them on any terms 
less favorable than those specified in the certificate unless the consent of 
the board is obtained. The declaring of any stock or script dividends or 
the division of the proceeds from the sale of such securities among the 
stockholders is declared illegal and all stocks, certificates of stock, bonds 
or other evidences of indebtedness issued contrary to the provisions of 
this law are to be void. 

The weakness of this whole measure is the provision stating that the 
railroad commissioners must issue the certificate as soon as the corpora- 
tion has complied with all the requirements set forth in the statutes. No 
discretion is left in their hands, the law is mandatory, not permissive. 
The railroad commission of Wisconsin has given this section the one possi- 
ble interpretation. It held in the case in re Southern Wisconsin Railway 
Company that the commission could not refuse to grant its certificate 
authorizing the proposed issue if the applicant had fully complied with 
the requirement and no illegality existed either in the amount, character, 
purposes or terms of the proposed issue and that the commission could 
not impose limitations not authorized by statute nor determine the pur- 
poses, terms or conditions upon which such bonds were to be issued, but 
was obliged to grant its certificate authorizing the amount, for the pur- 
poses and upon the terms proposed by the corporation if the proposed 
issue were legal. 

This defect does not appear in the laws of New York, Massachusetts or 
Texas. In New York, the commission of either district may permit or it 
may refuse to permit the issue of stocks and bonds. In Massachusetts 
the whole question is in the hands of the board of railroad commis- 
sioners. The criterion by which they are to judge is simply whether or 
not the stock or bonds are reasonably necessary for the purposes for 
which they are to be issued. In Texas, as a rule, stocks and bonds can 
not be issued above the reasonable value of the property, but exception 
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is made in cases of emergency and if the company can prove conclusively 
that the public interests or the preservation of property demands it, the 
commission may permit stocks and bonds to be issued in excess of the 
value of the property but not more than 50 per cent in excess. No 
great evil results from the defect in the law in Wisconsin because the 
rates are so well regulated that the great motive for stock watering is 
removed. 

Robert Argyll Campbell. 

Swiss Constitutional Amendments of 1908. In Switzerland there has 
oeen for many years a steady movement toward centralizing power in 
the hands of the federal government, involving of course a corresponding 
decrease in the powers of the cantons. The constitution of 1815 organ- 
ized what was merely a loose confederation of cantons, but in 1848 a 
more strongly centralized federal union was created, and the federal 
power was still further augmented by the constitutional revision of 
1874. Since 1874 the centralizing tendency has continued, and has 
found expression in constitutional amendments; the most important 
amendments of this character are those of November 13, 1898 extending 
the federal legislative power over the fields of civil and criminal law, and 
that of July 11, 1897 granting the confederation power to enact laws 
concerning the traffic in food products. Two amendments adopted in 
1908 still further extend the federal power. 

An amendment adopted on July 5, 1908 adds a new article 34 (iii) 
to the constitution, in the following language: "Art. 34 (iii). The Con- 
federation shall have power to enact uniform regulations with respect to 
arts and trades." This amendment places practically the whole field of 
industrial legislation within the province of the confederation. 

An amendment of October 25, 1908, adds a new article 24 (ii) to the 
constitution with respect to the utilization of water power. The most 
essential portion of this amendment is as follows: "The utilization of 
water power is placed under the supervision of the confederation. Federal 
legislation shall establish general regulations necessary to safeguard the 
public interests and to secure the proper utilization of water power. . . . 
Under this restriction the cantons shall have power to regulate the utili- 
zation of water power. . . . The consent of the confederation is 
required for the delivery abroad of energy produced by water power. . 
. . The confederation is authorized to enact legal provisions concern- 
ing the transmission and distribution of electric power." 

Another amendment, which was adopted on July 5, 1908, relates to the 



